AMENDED IN SENATE MAY 6, 1999

SENATE BILL No. 931

Introduced by Senator Polanco

February 25, 1999

An act to -amend—Section650—-of—and ddd Section 650.05
to; the Business and Professions Code, relating to health care

referrals.

LEGISLATIVE COUNSEL'S DIGEST

SB 931, as amended, Polanco. Health: unlawful referrals.
Existing law provides that the offer, delivery, receipt, or
acceptance by any person licensed under the provisions
regulating healing arts of any rebate, refund, commission,
preference, patronage dividend, discount, or other
consideration as compensation or inducement for referring
patients, clients, or customers to any person is unlawful,
subject to various exceptions.

This  bill woul.d also provide -for—that—purpese that

‘compensation or inducement” does not include reduction
in price a contracthealth care—services—previded—er—diseaunts
oefferedby—a—professionalto—an—enrelee—oofahealth—eare——service
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SB 931 —2—

ptan provider offers to a health plan in accordance with the
terms of a written agreement between the contract health
care provider and the health plan for the sole purpose of
furnishing to enrollees items or services covered by the health
plan, a federal health care program, or a state health care
program, or a reduction in price voluntarily provided by a
health plan, as specified

Vote: majority. Appropriation: no. Fiscal committee: no.
State-mandated local program: no.

The people of the State of California do enact as follows:
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SEC2—
SECTION 1. Section 650.05 is added to the Business
and Professions Code_, _t(_) read:

650-05—Fhe—prohbitton—ot-Seection—656—de—ret—apply to
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— 19— SB 931

650.05. (a)As used in Section 650, “compensation or
inducement” does not include a reduction in price a
contract health care provider offers to a health plan in
accordance with the terms of a written agreement
between the contract health care provider and the health
plan for the sole purpose of furnishing to enrollees items
or services that are covered by the health plan, a federal
health care program, or a state health care progoama
reduction in price voluntarily provided by the health
plan, as long as both the health plan and contract health
care provider comply with all of the applicable standards
within one of the following four categories of health plans:

A
(1) If the health plan is a risk-based health

maintenance organization, competitive medical plan, or
prepaid health plan under contract with the federal
Health Care Finance Authority or a state agency and
operating in accordance with subsection (g) of Section
1876 of the Social Security Act (42 U.S.C. Sec. 1395(g)) or
subsection (m) of Section 1903 of the Social Security Act
(42 U.S.C. Sec. 1396b(m)), under a federal statutory
demonstration authority, or under other federal statutory
or regulatory authority, the contract health care provider
shall not claim payment in any form from the federal
health care program or the state agency for items or
services furnished in accordance with the agreement
except as approved by the federal health care finance
authority or the state health care program, or otherwise
shift the burden of such an agreement to the extent that
increased payments are claimed from Medicare or a state
health care program.

(2) If the health plan is a health maintenance
organization, competitive medical plan, health care
prepayment plan, prepaid health plan, or other health
plan that has executed a contract or agreement with
federal health care finance authority or the state health
care program to receive payment for enrollees on a
reasonable cost or similar basis, the health plan and
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contract health care provider shall comply with all of the
following four standards:

(A) The term of the agreement between the health
plan and the contract health care provider shall be for not
less than one year.

(B) The agreement between the health plan and the
contract health care provider shall specify in advance the
covered items and services to be furnished to enrollees,
and the methodology for computing the payment to the
contract health care provider.

(i)~

(C) The health plan shall fully and accurately report,
on the applicable cost report or other claim form filed
with the federal health care program or the state health
care program, the amount it has paid the contract health
care provider under the agreement for the covered items
and services furnished to enrollees.

(D) The contract health care provider shall not claim
payment in any form from the federal health care
program or the state health care program for items or
services furnished in accordance with the agreement
except as approved by federal health care finance
authority or the state health care program, or otherwise
shift the burden of the agreement to the extent that
increased payments are claimed from a federal health
care program or a state health care program.

-

(3) If the health plan is not described ir—subparagraphs
A)—or—B) paragraph (1) or (2)and the contract health
care provider is not paid on an at-risk, capitated basis,
both the health plan and contract health care provider
shall comply with all of the following six standards:

(A) The term of the agreement between the health
plan and the contract health care provider shall be for not
less than one year.

fH)—
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— 21— SB 931

(B) The agreement between the health plan and the
contract health care provider shall specify in advance the
covered items and services to be furnished to enrollees,
which party is to file claims or requests for payment with
the federal health care program or the state health care
program for those items and services, and the schedule of
fees the contract health care provider will charge for
furnishing such items and services to enrollees.

(C) The fee schedule contained in the agreement
between the health plan, and the contract health care
provider shall remain in effect throughout the term of the
agreement, unless a fee increase results directly from a
payment update authorized by the federal health care
program or the state health care program.

(D) The party submitting claims or requests for
payment from the federal health care program or the
state health care program for items and services
furnished in accordance with the agreement shall not
claim or request payment for amounts in excess of the fee
schedule.

(E) The contract health care provider and the health
plan shall fully and accurately report on any cost report
filed with a federal health care program or a state health
care program the fee schedule amounts charged in
accordance with the agreement and, upon request, will
report to a federal health care program or a state health
care program the terms of the agreement and the
amounts paid in accordance with the agreement.

(F) The party to the agreement who does not have the
responsibility under the agreement for filing claims or
requests for payment shall not claim or request payment
in any form from a federal health care program or the
state health care program for items or services furnished
in accordance with the agreement, or otherwise shift the
burden of such an agreement to the extent that increased
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payments are claimed from a federal health care program
or a state health care program.

(4) If the health plan is not described —subparagraphs
1)paragraph (1) or (2) of
subdivision (a) and the contract health care provider is
paid on an at-risk, capitated basis, both the health plan
and contract health care provider shall comply with all of
the following five standards:

(A) The term of the agreement between the health
plan and the contract health provider shall be for not less
tha_r_1 one year.

(B) The agreement between the health plan and the
contract health provider shall specify in advance the
covered items and services to be furnished to enrollees
and the total amount per enrollee, which may be
expressed in a per month or other time period basis, the
contract health care provider will be paid by the health
plan for furnishing such items and services to enrollees
and shall set forth any copayments, if any, to be paid by
enrollees to the contract health care provider for covered
services.

(C) The payment amount contained in the agreement
between the health care plan and the contract health care
provider shall remain in effect throughout the term of the
agreement.

(D) The contract health care provider and the health
plan shall fully and accurately report to the federal health
care program and state health care program upon
request, the terms of the agreement and the amounts
paid in accordance with the agreement.

(E) The contract health care provider shall not claim
or request payment in any form from the federal health
care program, a state health care program or an enrollee,
other than copayment amounts described —+r—elause (ii)
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— 23— SB 931

subparagraph (B)and the health plan shall not pay the
contract care provider in excess of the amounts described
in elause—{#) subparagraph (B)for items and services
covered by the agreement.

2For—purpeses—of—this—subdivision—the—terms—eentract

health—ecare—provider—enrellee;—and—health—plan—have the
. ) ivisiop (

(b) For purposes of this section, the following
definitions shall apply:

(1) “Contract health care provider” means an
individual or entity under contract with a health plan to
furnish items or services to enrollees who are covered by
the health plan, a federal health care program, or a state
health care program.

(2) “Enrollee” means an individual who has entered
into a contractual relationship with a health plan, or on
whose behalf an employer, or other private or
governmental entity has entered into such a relationship,
under which the individual is entitled to receive specified
health care items and services, or insurance coverage for
such items and services, in return for payment of a
premium or a fee.

(3) “Health plan” means an entity that furnishes or
arranges under agreement with contract health care
providers for the furnishing of items or services to
enrollees, or furnishes insurance coverage for the
provision of those items and services, in exchange for a
premium or a fee, where that entity:

(A) Operates in accordance with a  contract,
agreement or statutory demonstration authority
approved by the federal Health Care Finance Authority
or a state health care program.

(B) Charges a premium and its premium structure is
regulated under a state insurance statute or a state
enabling statute governing health maintenance
organizations or preferred provider organizations.

(C) Is an employer, if the enrollees of the plan are
current or retired employees, or is a union welfare fund,
if the enrollees of the plan are union members.
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(D) Is licensed in the state, is under contract with an
employer, union welfare fund, or a company furnishing
health insurance coverage as described in subparagraphs
(B) and (C), and is paid a fee for the administration of the
plan that reflects the fair market value of those services.

AAs—used—ir—Seetion—650—compensatien— or
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